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Attorney Docket No.: 8324-0004-00 
DESCRIPTION OF THE INVENTION 

Related Application 

[001] This application claims the benefit of U.S. Provisional Patent 
Application No. 60/410,828, filed September 16, 2002, the disclosure of which is 
incorporated herein by reference. Furthermore, this application is a continuation-in- 
part of U.S. Patent Application No. 10/1 18,060, filed April 9, 2002, the disclosure of 
which is incorporated herein by reference. 

Field of the Invention 

[002] This invention relates to systems and methods for managing 
insurance claims and particularly to systems and methods for managing insurance 
claims using a computer. 

Background of the Invention 

[003] When an insured individual submits a claim to an insurance company 
for costs of treatment of an injury or repairs to damaged property, one of the first 
decisions the insurance company must make is whether to pay a claim. This 
determination involves many factors including the type and extent of policy 
coverage, applicable laws, and the factual circumstances surrounding the claim, 
such as the details of an injury and treatment. This decision is typically made on an 
ad hoc basis by an individual, nearly always erring on the side of payment of the 
claim because of penalties under applicable laws for failure to promptly pay most 
types of claims. Recovery of funds erroneously paid is difficult at best. 
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[004] It is standard industry practice to audit some claims to determine 
whether a claimant seeks the correct amount of compensation for treatment of a 
particular injury. Selection of claims to audit is generally done on a random basis. 
This method of selection is not likely to choose those claims with the greatest 
potential for compensation errors. 

[005] Once a claim has been paid, an insured individual may be required, 
by the insurance policy, to subrogate their right to sue the third party that was 
responsible for the injury or property damage. Using the insured's subrogated 
rights, the insurance company then attempts to recover amounts it paid on the 
behalf of the insured from any third party responsible for the injury or damage. For 
instance, if an insured suffers a loss as a result of an auto accident caused by 
another party, the insured's insurance company may pay the insured's expenses 
related to the loss, but may later seek to recover the cost of the expenses from the 
responsible party or from the responsible party's insurance company. A system for 
managing many aspects of subrogation and recovery is described in U.S. Patent 
Application 10/1 18,060, filed April 9, 2002, the entire contents of which are herein 
incorporated by reference. 

[006] The subrogation and recovery process involves many decisions and 
potential avenues of recovery. In some cases, recovery of paid claims is obtained 
by settlement, while in others, litigation is required to recover the amounts paid. In 
either case, the information gathered about the claim and the processing of the claim 
is affected by applicable laws. Additionally, recovery efforts, particularly litigation, 
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can involve management of vast amounts of information and performance of various 
tasks at specified points within the process. 

[007] If recovery is received for a particular claim, the recovered amount 
may be subject to apportionment among various parties. For instance, if an amount 
is recovered by an outside recovery company acting on behalf of an insurance 
company, a contract between the outside recovery company and the insurance 
company may govern the amount of fees taken by the outside recovery company. 
Additionally, the recovered amount may be subject to local, state, and federal taxes. 

[008] Accordingly, the present invention provides systems and methods for 
managing insurance claims that overcome the deficiencies of known systems. 

SUMMARY OF THE INVENTION 

[009] In accordance with an embodiment of the invention, a computer- 
implemented method is provided for managing insurance claims by receiving data 
related to an insurance claim via a network and calculating whether the insurance 
claim has recovery potential based on the received data. If it is calculated that the 
insurance claim has recovery potential, then a characteristic of the insurance claim 
is determined and automatically evaluated. A payment decision is established for 
the insurance claim based on at least one of the received data and the evaluation of 
the characteristic. 

[010] In accordance with another embodiment of the present invention, a 
method is provided for auditing insurance claims, comprising selecting an insurance 
claim, including a provider treatment code, for audit and assigning an auditor to audit 



4 



Attorney Docket No.: 8324-0004-00 



FINN EC AN 
HENDERSON 
FARABOW 
GARRETT & 
DUNNERLif 

1 300 I Street, NW 
Washington, DC 20005 
202.408.4000 
Fax 202.408.4400 
www.finnegan.com 



the insurance claim. The auditor is automatically prompted to collect data related to 
the insurance claim and the collected data is received from the auditor. The auditor 
may select among a plurality of guidelines for calculating a proposed treatment 
code, which is calculated based on the collected data using the selected guideline 
and compared to the provider treatment code. 

[01 1] In accordance with yet another embodiment of the present invention, 
a method is provided for managing litigation related to an insurance claim, 
comprising receiving data about an insurance claim and automatically assigning the 
insurance claim to a litigation administrator when a litigation criteria is met by the 
received data. A budget is automatically established for the litigation administrator 
based on the received data and a user interface is provided for an auditor to 
determine at least one of the assigned litigation administrator, the established 
budget, and a status of the litigation. Further, a task for the litigation administrator 
may be automatically generated based on the received data. 

[012] In accordance with still another embodiment of the present invention, 
a method is provided for managing fees for the recovery of costs related to 
insurance claims. An agreement between a collector and a client is stored in a 
database when the client has paid costs corresponding to an insurance claim. Data 
about a recovery related to the costs corresponding to the insurance claim is 
received, the data including at least an amount recovered. Taxes due on the 
amount recovered and determined and a fee due to the collector is calculated based 
on at least one of the amount recovered and a fee schedule specified in the 
agreement. 
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[01 3] Additional aspects of the invention will be set forth in part in the 
description which follows, and in part will be obvious from the description, or may be 
learned by practice of the invention. Many of the objects and advantages of the 
invention will be realized and attained by means of the elements and combinations 
particularly pointed out in the appended claims. 

[014] It is to be understood that both the foregoing general description and 
the following detailed description are exemplary and explanatory only and are not 
restrictive of the invention, as claimed. 

BRIEF DESCRIPTION OF THE DRAWINGS 

[01 5] The accompanying drawings, which are incorporated in and 
constitute a part of this specification, illustrate embodiments of the invention and 
together with the description, serve to explain the principles of the invention. In the 
drawings, 

[016] Figure 1 is a block diagram of an exemplary embodiment of a 
network structure according to the present invention; 

[01 7] Figure 2 is a block diagram of another exemplary embodiment of a 
network structure according to the present invention; 

[018] Figure 3 is a block diagram of a server according to an exemplary 
embodiment of the present invention; 

[019] Figure 4 is a flow chart of a process associated with a prepayment 
module according to an exemplary embodiment of the present invention; 
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[020] Figure 5 is a screen shot of an investigation template according to an 
exemplary embodiment of the present invention; 

[021] Figures 6A-6B are flow charts of an investigation process according 
to an exemplary embodiment of the present invention; 

[022] Figure 7 is a flow chart of processing performed by a provider bill 
audit module according to an exemplary embodiment of the present invention; 

[023] Figures 8-1 5 are screen shots consistent with a provider bill audit 
module according to an exemplary embodiment of the present invention; 

[024] Figure 1 6 is a screen shot of an attorney referral feature of a litigation 
manager according to an exemplary embodiment of the present invention; 

[025] Figures 1 7-1 8 are screen shots of task creation/update features 
according to an exemplary embodiment of the present invention; 

[026] Figure 19 is a screen shot of a case review feature according to an 
exemplary embodiment of the present invention; 

[027] Figures 20-23 are screen shots of information organization features 
of a litigation manager according to an exemplary embodiment of the present 
invention; 

[028] Figure 24 is a block diagram of an organizational structure of an 
exemplary insurance company; 

[029] Figures 25 and 26 are screen shots of a fees module according to an 
exemplary embodiment of the present invention; and 

[030] Figure 27 is a block diagram of a legal database according to an 
exemplary embodiment of the present invention. 



7 



Attorney Docket No.: 8324-0004-00 



FINNEGAN 
HENDERSON 
FARABOW 
GARRETT & 
DUNNERkLP 

1300 I Street, NW 
Washington, DC 20005 
202.408.4000 
Fax 202.408.4400 
www.finnegan.com 



DETAILED DESCRIPTION 

[031] Reference will now be made in detail to the present embodiments of 
the invention, examples of which are illustrated in the accompanying drawings. 
Wherever possible, the same reference numbers will be used throughout the 
drawings to refer to the same or like parts. 

[032] Systems consistent with the present invention manage various 
aspects of insurance claims. For example, systems consistent with the present 
invention may enable an insurance company or other entity to decide which 
insurance claims to pay, determine the accuracy of bills associated with insurance 
claims, or recover amounts associated with previously paid claims. 

[033] An exemplary embodiment of the present invention includes a system 
with components for facilitating prepayment decisions, provider bill auditing, and 
recovery of paid claims. Prepayment decisions may include, for example, 
determining whether to pay, deny, or defer an insurance claim submitted by an 
insured. Provider bill auditing may include, for example, examining bills related to an 
insurance claim for accuracy. Recovery of paid claims may include managing 
litigations and calculating fees due for recovery services. 

[034] Figure 1 is a block diagram of a system consistent with an 
embodiment of the present invention. A server 10 may be provided to perform one 
or more of the functions described above. Generally speaking, server 10 is formed 
by one or more data processing systems, such as computers, configured to perform 
functions and operations on behalf of, or in response to requests from, one or more 
clients, such as client 14. 
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[035] Server 10 may be connected to one or more client computers 14 via 
any type of network, e.g., an intranet, the Internet, LAN, WAN, or a modem. Using 
the connection, server 10 may request, send, and receive data, such as data 
associated with insurance claims, from the one or more client computers 14. Server 
10 may also be connected to one or more user workstations 12 for managing 
insurance claims via any type of network, e.g., an intranet, the Internet, LAN, WAN, 
or a modem. For example, server 10 may be provided by a service provider and 
user workstations 12 may enable employees of an insurance company, e.g., claims 
auditors, to manage insurance claims. 

[036] Figure 2 is a block diagram of a system consistent with another 
embodiment of the present invention. In this embodiment, server 10 may be 
connected to one or more client computers 14 accessed by users, e.g., employees 
of an insurance company. The users may manage insurance claims at one or more 
workstations 12 connected to client computer 14 as shown in Figure 2. Alternatively, 
workstations 12 may be connected to a network, such as the Internet, and may use 
web browsers to access server 10. 

[037] Figure 3 is a block diagram of server 10 in greater detail. Server 10 
may include, for example, a client database 20 for storing information in a computer 
memory related to one or more clients. For example, clients A, B, and C may be 
insurance company clients of a service provider running server 10. Client 
information may include, for example, insurance claim data, cases associated with a 
client, data arising from the processing of insurance claims associated with a client, 
data associated with cases for which recovery has been received, contract 
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information including fee arrangements, and client preferences and parameters for 
processing insurance claims associated with the client. Alternatively, information 
related to each client may be stored in a separate database. 

[038] Server 10 may further include elements such as a prepayment 
module 300, provider bill audit module 400, litigation manager 500, fees calculation 
module 600, and legal database 700. Modules are formed of one or more computer 
programs configured to perform a set of operations. One or more computer 
associated with server 10 may, for example, execute computer programs of these 
modules. Prepayment module is described below with reference to Figures 4-6B. 
Provider bill audit module 400 is described below with reference to Figures 7-15. 
Litigation manager 500 is described below with reference to Figure 16-23. Fees 
calculation module 600 is described below with reference to Figures 24-28. Legal 
database 700 is described below with reference to Figure 29. Consistent with the 
present invention, each module 300-700 may be resident on a separate computer or 
the modules may be combined, for example, in one or a few computers. 

[039] One skilled in the art will appreciate that server 10 may include one, 
all, or fewer than all of these modules consistent with the present invention. For 
example, a service provider may provide only prepayment services to one client, 
only fees calculation to a second client, and a combination of prepayment services 
and provider bill auditing to a third client. In another example, a service provider 
may provide only litigation management and server 10 may include only litigation 
manager 500. 
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PREPAYMENT MODULE 

[040] When an insurance claim, based on a bill from a medical provider, is 
received by an insurance company, the insurance company must determine whether 
to pay the claim. The timing of this decision may be governed by various state and 
federal laws that require certain types of claims to be paid within a certain time 
period of receiving the claim. Failure to pay claims within the legally designated time 
can result in penalties. On the other hand, paying claims not covered by the 
insurance policy may result in significant losses to the insurance company because 
recovery of such erroneously paid funds can be extremely difficult. As a result, the 
decision of whether to pay a claim must be made quickly and accurately. 

[041] Figure 4 is a flow chart representing an overview of a process used 
by prepayment module 300 to determine whether to pay a claim. First, a new claim 
is received (step 302). The claim, for instance, may be associated with a bill from a 
medical provider for treatment of an injury sustained by an insured individual. The 
claim may contain various data and information, including an insured individual 
identifier, an injury or diagnosis type, such as an ICD-9 code, age of the injured 
person, date of injury, date of treatment, length of time from injury to treatment, 
jurisdiction in which the injury occurred, client, value of the claim, type of treatment 
such as a treatment code, the identity of the healthcare provider, etc. After receiving 
the new claim, prepayment module 300 determines whether the new claim meets a 
threshold dollar amount (step 304). The threshold amount may depend on a set of 
considerations including, for example, the type of injury. For example, the threshold 
may be $500 for back injuries and $300 for broken legs. If the threshold is not met 
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(step 304 "NO"), the claim is simply paid (step 306). If the threshold is met (step 304 
"YES"), a determination is made as to whether there is likely to be another financially 
responsible party (step 308). 

[042] Prepayment module 300 may apply an algorithm to portions of the 
data associated with the claim. The algorithm may consider, for example, portions 
of the claim data such as a diagnosis code, age at the time of the injury, and length 
of time between the injury and treatment to determine whether there is likely to be 
another financially responsible party. A particular weight may be assigned to each 
portion of the claim data to achieve a series of weighted values. The sum of the 
weighted values may be compared to a threshold value. If the sum of the resulting 
weighted values is over the threshold value, there is likely to be another financially 
responsible party. If the sum of the resulting weighted values is below the threshold 
value, there is not likely to be another financially responsible party. 

[043] The weight applied to a particular factor may be based on the value 
of that particular factor in claims that have already been processed successfully. 
Likewise, the threshold value may be based on the value of the sum of weighted 
values in claims that have been processed in the past. For example, an exemplary 
algorithm for trauma injuries may be: 

(-1 .317728) + (-0.000468 x (age at time of injury) x (age at 
time of injury)) + (0.0330333 x (age at time of injury)) + 
(1.12453577 x (time between injury and treatment)) + 
(-0.3917884 x (time between injury and treatment) x (time 
between injury and treatment)) = sum of weighted values. 
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If the sum of weighted values is less than -0.85, there is not likely to be another 
financially responsible party. One skilled in the art will appreciate that other suitable 
algorithms may be utilized. 

[044] If there is not likely to be another financially responsible party (step 
308 "NO"), the claim is paid (step 306). If it is likely that there is another party 
financially responsible for the injury (step 308 "YES"), the identity of the insured is 
determined from the data associated with the new claim (step 310). Then, the client 
database may be searched to determine if the other claims exist for the insured 
individual (step 312). If no other claims exist (step 312 "NO"), payment of the new 
claim is delayed pending investigation (step 350). If other claims exist for the 
insured (step 312 "YES"), a determination may be made as to whether the existing 
claims for the insured have been investigated (step 314). If the existing claims have 
not been investigated (step 314 "NO"), the new claim may be investigated (step 
350). If any of the existing claims have been investigated (step 314 "YES"), a 
determination may be made whether the new claim is related to any of the existing 
claims (step 316). If the new claim is not related to any existing claim for the insured 
(step 316 "NO"), the new claim is investigated (step 350). If the new claim is related 
to an existing claim (step 316 "YES"), prepayment module 300 may determine 
whether the related claim was paid (step 31 8). If the existing related claim was 
denied (step 318 "NO"), the new claim is likewise denied (step 320). If the existing 
related claim was paid (step 318 "YES"), the new claim is also paid (step 306). 

[045] In general, investigation process 350 may involve gathering 
information about a claim to determine whether the claim should be paid. An 
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automated investigation system may facilitate investigation process 350. For 
example, a user making a phone call may be prompted by the automated 
investigation system to make the call at a particular time and given a script to gather 
necessary information. Specifically, when a claim enters the investigation stage, the 
automated investigation system may create a timeline and tasks to be completed by 
the system or a user, based on data associated with the claim, applicable laws, and 
other parameters. For instance, when a new claim is received, pursuant to the law 
of the state in which the injury occurred, the automated investigation system may 
prompt the user to make two attempts to contact the insured by telephone, say, 
within twenty-four hours of receiving the claim. If no response is received to the 
telephone contacts within the first twenty-four hours, the automated investigation 
system may generate and send, pursuant to state prompt-payment law, a delay of 
payment letter to the insured and the medical provider indicating that payment is 
delayed pending receipt of more information about the claim. If no response is 
received within a particular period of time (say, 10 days) determined based on, for 
example, state law, another attempt may be made to contact the insured. The user 
is prompted by the automated investigation system to make such a call. If no 
contact has been established by that point, state law may permit denial of payment. 
The automated investigation system may then deny payment by, for instance, 
generating letters to the insured and medical provider stating that the claim is 
denied. 

[046] After generating the timeline and list of tasks, the automated 
investigation system may carry out appropriate tasks and prompt specified users to 
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perform user-required tasks. For instance, from the example described above, the 
automated investigation system may prompt the user to call the insured. When the 
user initiates the call, the automated investigation system may generate an 
interactive script for use by the user in gathering the necessary information. The 
script is created in consideration of information associated with the claim, applicable 
laws, and historical data relating to similar claim types. For example, the automated 
investigation system may determine the jurisdiction of interest from the claim data 
indicating the location where the injury occurred. This information may be used to 
determine which laws will apply. The laws of various localities may require 
investigation and payment or denial of a claim within a certain time period. 
Additionally, the automated investigation system may determine the type of injury 
and/or treatment by considering the insured's response to the letter requesting 
details and circumstances surrounding the injury and specified criteria such as injury 
type, age of the injured person, date of injury, date of treatment, length of time from 
injury to treatment, recovery source, jurisdiction in which the injury occurred, client, 
value of the first insurance claim, and type of treatment. 

[047] Figure 5 is a screen shot of a blank investigation template in 
accordance with the present invention. The upper portion 390 of the screen shot 
shows entry fields for information describing the claim, such as the total paid and a 
description of the loss. The lower portion 392 of the screen shot includes display 
and entry fields related to the investigation process. For instance, Figure 5 shows a 
display field labeled "Question". This field may display questions for a user to ask 
during a telephone call to an insured individual or other person. It also includes 
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fields for entering responses to each question. The automated investigation system 
may display questions based on responses to prior questions. 

[048] Figures 6A and 6B are flow charts of an investigation process 350 
according to an exemplary embodiment of the present invention. First, attempts to 
contact the insured are made (step 352). The initial contact is generally by phone. 
Two attempts to contact by phone are generally made within twenty-four hours of 
receiving the claim. The automated investigation system then determines whether a 
response was received (step 354). If no response is received within the specified 
period of time, generally the first twenty-four hours following receipt of the claim, the 
system generates delay letters to the medical provider and the insured individual 
(step 356). The letters generally explain that payment of the claim has been delayed 
until a response is received from the insured. After a specified delay, for example, 
fifteen days from the receipt of the claim, the system determines whether a response 
to the delay letter has been received (step 358). If no response to the delay letter 
has been received within the specified time, the claim is denied for failure of the 
insured to respond (step 360). If a response is received to either the initial attempts 
to contact the insured by phone or the delay letters, a determination is made as to 
whether there is first party coverage and/or third party liability (step 362). If there is 
no first party coverage available and if there is no third party liability, the claim is 
paid (step 364). 

[049] If there is first party coverage available and/or third party liability, the 
automated investigation system determines whether a worker's compensation claim 
has been accepted by a primary carrier (step 366). If so, the claim is denied (step 
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368). If no worker's compensation claim has been accepted, the system determines 
whether first party insurance coverage is available to cover the costs of the claim 
(step 370). If so, the claim is denied (step 368). If no first party coverage is 
available, a determination is made whether liability coverage of some type is 
available (step 372). If so, the claim is paid (step 374). If no liability coverage is 
available, a determination is made whether a worker's compensation claim has been 
denied (step 376). If such a claim was denied, the claim is paid (step 374). If there 
is no denial of a workers compensation claim, a determination of whether any 
existing first party coverage is exhausted is made (step 378). If so, the claim is paid 
(step 374). If not, the claim is denied (step 368). 

PROVIDER BILL AUDIT MODULE 

[050] Systems consistent with the present invention may include a provider 
bill audit module that allows a user to verify that a claimant seeks the correct amount 
of compensation. The provider bill audit module may be utilized at any point during 
or after the processing of a claim. For example, the feature may be used in the 
prepayment context to determine whether to pay the full amount requested by a 
claim. Alternatively or additionally, the provider bill audit module may be used during 
the post-payment/subrogation process. Further, the provider bill audit feature may 
be used on claims that have been managed in the past to evaluate the billing 
practices of certain providers. 

[051] Each medical insurance claim generally includes one or more 
medical procedure or treatment codes, such as CPT-4 codes, that explain the type 
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of treatment a patient received from a medical provider. The amount paid to the 
provider depends on the procedure codes submitted in the claim. It is standard 
industry practice to audit some claims to insure that the medical provider submitted 
the correct procedure code for the treatment given. If incorrect procedure codes are 
used, the provider may be entitled to additional compensation for the treatment or 
the provider may be denied part of the compensation if the procedure code in the 
claim seeks more compensation than the provider is entitled to. 

[052] Figure 7 is a flow chart of processing performed by provider bill audit 
module 400 according to an exemplary embodiment of the present invention. All 
claims are first subject to an audit selection process (step 502). As described in step 
502, systems consistent with the present invention allow claims to be selected for 
audit that are likely to have incorrect procedure codes. The audit selection process 
may consider the data associated with the claim and statistical information from past 
claims. For instance, provider bill audit module 400 may compare the level of 
procedure codes within a claim to diagnosis codes within the claim, such as ICD-9 
codes. It may also consider whether the provider listed in the claim has had claims 
audited in the past, the result of any such audits, the distribution of procedure codes 
for the provider, the applicable medical specialty, and national averages to 
determine if the claim is within the normal statistical distribution. A claim with one or 
more procedure codes outside any of those distributions may indicate an erroneous 
procedure code. Additionally, a provider bill audit module 400 may consider the 
relationship between other procedure codes in the same or related claims. In 
particular, provider bill audit module 400 may include tables of treatments that are 
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grouped together or occur in a particular order. For example, a grouping of 
treatments related to broken arms may include setting the bone, casting the arm, 
removing the cast, and rehabilitation. If each of those treatment codes appeared in 
a single claim, along with a treatment code for eye surgery, the system may select 
the claim for audit because the treatment code for eye surgery is not typically 
grouped with the other treatment codes relating to a broken arm. 

[053] After claims are selected for audit, provider bill audit module 400 
requests patient records from the medical provider listed in the claim (step 504). 
Provider bill audit module 400 may generate the patient records request, for 
example, in email, fax, or paper form. Once the records are received, they may be 
electronically imaged and catalogued (step 506). Provider bill audit module 400 then 
selects a user to audit the claim (step 508). The selection may be based on a user's 
expertise and experience and the type of claim and treatment as indicated by the 
claim data such as provider and treatment code. For instance, a claim with 
treatment codes related to a broken arm may be assigned to a user with experience 
and expertise in orthopedics. The information about the injury type may be derived 
from the treatment codes in the claim. The expertise and experience of the user 
may be designated in and maintained in a user profile for each user. 

[054] The selected user is prompted to review the patient records (step 
510). To assist the selected user in reviewing the patient records, provider bill audit 
module 400 prompts the user to search the records for various required information 
and enter the information into a template described in detail below with reference to 
Figures 9-16 (step 512). Provider bill audit module 400 determines whether all 
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required information has been gathered (step 514). If not, and the user indicates 
that such information is not within the patient records, provider bill audit module 400 
may prompt the user to request additional information from the medical provider 
(step 516). Alternatively, provider bill audit module 400 may automatically generate 
a request to the medical provider by email, fax, or in paper form. If all required 
information has been acquired, provider bill audit module 400 selects a guideline for 
determining an appropriate treatment code (step 518). Though the calculation of a 
treatment code is a known process, several different guidelines or formulas (e.g., 
Medicare guidelines) may be used in calculating such codes. The present system 
assists the user in selecting which guideline will be used to calculate the treatment 
code (step 520). After a treatment code has been calculated, it is compared to the 
actual treatment code submitted with the claim (step 522). Appropriate adjustments 
can then be made to the procedure code in the claim (step 524). For example, if the 
procedure code submitted by the provider is for a compensation level higher than 
the calculated code, the system may downgrade the treatment code. Compensation 
for the claim is then based on the downgraded treatment code. 

[055] Figures 8-15 are screen shots consistent with a provider bill audit 
module according to an exemplary embodiment the present invention. Figure 8 
shows the main audit screen 402, including tabs 404 labeled History, Exam, Medical 
Decision Making, MDM Risk, Notes, and Time. The tabs allow a user to navigate to 
the different sections of the audit and review/add/update the details in that section as 
appropriate. The upper portion 406 of the screen shot in Figure 8 contains basic 
information about a claim such as the patient, the auditor, the guideline that will be 
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used to calculate the procedure code, and the medical provider. A screen such as 
the one shown in Figure 9 may be used, for example, to review patient records (step 
510). 

[056] Figures 9-15 are screen shots associated with the tabs on the main 
audit screen shown in Figure 8. Each screen contains entry fields for specific 
information that a user may extract from the patient records. Figure 9 shows a 
screen shot of the screen accessed by selecting the "History" tab from the main 
audit screen shown in Figure 8. The screen shown in Figure 9 contains entry and 
display fields 408 for documenting the history of the illness or injury to which the 
claim relates as well as the past medical history of the patient. There are also fields 
410 for selecting and providing a description of symptoms reported by the patient. 

[057] Figures 10 and 1 1 show features accessible from the main audit 
screen shown in Figure 8 by selecting the "Exam" tab. The exam tab 404 has two 
sub-tabs 412 for accessing screens labeled "'95" (Figure 10) and K, 97" (Figure 1 1 ). 
Figure 10 contains entry fields 414 for information required to document an audit 
conforming to the 1995 CMS (HCFA) guideline. Figure 1 1 contains entry fields 416 
for information required to document an audit conforming to the 1997 CMS (HCFA) 
guideline. One skilled in the art will recognize that other sub-tabs may be used 
based on other guidelines for regulations. 

[058] Figure 12 shows features accessible from the main audit screen 
shown in Figure 8 by selecting the "Medical Decision Making" tab 404. This screen 
includes data and entry fields 418 for Diagnosis and Management Options and 
Amount and Complexity of Data. Figure 13 contains entry fields 420 for information 
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required to document the Diagnosis and Management Options and Complexity of 
Data portions of the Medical Decision Making analysis. Figure 13 shows features 
accessible from the main audit screen shown in Figure 8 by selecting the "MDM 
Risk" tab 404, including data fields for presenting problems, diagnostic procedures, 
and management options. This data may be used to document the risk portion of 
the medical decision-making category. Figure 14 shows features accessible from 
the main audit screen shown in Figure 8 by selecting the "Notes" tab 404. Figure 14 
contains an entry field 422 for a user to store free-form notes about the audit. Figure 
15 shows features accessible from the main audit screen shown in Figure 8 by 
selecting the "Time" tab. The "Time" screen shown in Figure 15 may be used to 
document the necessary conditions 424 required for a claim to be based (i.e. 
audited) on time, if the audit is being conducted on a time basis. 

[059] Multiple audits may be performed for the same claim, for example, 
using different tabs and sub-tabs described above. Cycle times may be assigned at 
the claim level to determine the duration and required completion time of the 
individual tasks related to the processing of the audit. If tasks become overdue, they 
may be automatically escalated based on escalation rules. Activities related to the 
processing of audits may be logged by the user or automatically by the system. 
These activities have various attributes including but not limited to activity type, date, 
comment or note. Audit findings along with other status information may be 
communicated electronically or merged into letters to be sent to designated 
recipients, such as providers, clients, and insured individuals. 
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LITIGATION MANAGER 

[060] Systems consistent with the present invention may include a litigation 
manager to manage claims and groups of related claims (cases) that are slated for 
or involved in litigation. Under certain designated circumstances or in response to 
certain actions, litigation manager 500 may automatically refer claims or cases to an 
attorney. For example, Litigation Manager 500 may select one of a predetermined 
set of law firms and contact the selected firm when a set of conditions is met, such 
as identity of the parties, amount of the claim, etc. 

[061] Figure 16 is a screen shot of an attorney referral feature of a litigation 
manager according to an exemplary embodiment of the present invention. The 
upper portion 530 of Figure 16 shows display/entry fields relating to information 
about a claim, such as an event number, policy holder, claim type (e.g., property), 
loss date, client, etc. The middle portion 532 of Figure 16 shows display/entry fields 
relating to information about an attorney to which the claim or series of claims has 
been referred or assigned. This information includes the referral initiator, the 
expense budget for handling the referred claim, etc. The lower portion 534 shows 
activities taken with regard to the case and tasks to be completed. An activity or 
task refers to an action taken in litigating the claim, such as sending a letter, placing 
a phone call, etc. Each activity includes the date the activity was completed, the 
type of activity, the subject of the activity, a description of the activity, a user 
associated with the activity, and reference to any image related to the activity, such 
as an image of a letter. 
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[062] Based on the claim data, litigation manager 500 may select an 
attorney in the appropriate jurisdiction with expertise in the area related to the claim. 
For example, if the claim data indicates that an injury occurred in Iowa and that the 
injury involved head trauma, the system selects an attorney in Iowa who specializes 
in subrogation and recovery in head trauma cases. Litigation manager 500 may 
then send claim or case information to the selected attorney, for example, 
electronically or in paper form. 

[063] Litigation manager 500 may create tasks for the attorney based on 
the type of case. The tasks may be created in consideration of previous actions in 
the case and tasks performed in similar cases that have already been processed. 
Tasks can also be created and edited by a user. 

[064] Figure 17 is a screen shot of an exemplary task creation/update 
screen according to the present invention. This screen may include data entry fields 
536 for client, group, event, number, case, number, task, and due date. In the lower 
portion 538 of this screen, a text box may enable a user to edit data such as the 
case stage (e.g., appeal) and task update. 

[065] Figure 18 is an exemplary screen shot 540 of a task template. 
Litigation manager 500 may enable a user and/or an attorney to create tasks by 
choosing, for example, a task type, task description, duration, and task detail. 

[066] Litigation manager 500 may prompt the attorney to perform particular 
tasks at specified times and record when each task is completed along with an 
outcome, if any. It may also prompt a non-attorney user to review a case involved in 
litigation and report on its status. For example, Litigation Manager 500 may note 
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that a deadline for a task has passed, check to see if the task has been completed, 
and generate an e-mail message to the attorney if the task has not been completed. 

[067] Figure 19 is a screen shot 542 of a case review feature according to 
an exemplary embodiment of the present invention. Figure 19 shows various 
display/entry fields for identifying a claim or series of claims being reviewed, 
including data such as event number, event facts, questions to attorney, etc. A user 
may review and report on tasks using a screen such as the one shown in Figure 19. 

[068] Litigation manager 500 may also record and organize information 
about a litigation. Figures 20-23 are exemplary screen shots of the information 
organization feature of a litigation manager according to an exemplary embodiment 
of the present invention. For example, Figure 20 includes display/entry fields 544 
which identify a claim, such as the event number, the policy holder, and the loss 
date in addition to information about the client or employer group, such as the name 
and contact information for the client and the employer group, the threshold amount 
at which a claim is investigated, and the status of any information requests. 

[069] Figure 21 includes information 546 about an attorney to which a case 
has been referred. The information may include the attorney name, contact 
information, information about the referral, the rates charged by the attorney, and 
any comments. 

[070] Figure 22 includes entry and display fields 548 for various information 
about a litigation involving one or more related claims. The information includes 
court information such as the case number, the court, the legal jurisdiction, and 
various dates and deadlines associated with the litigation. There are also fields 550 
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relating to the parties, their roles, and their attorneys, including scheduling 
information, financial information about the case, any settlement information, and 
comments related to the litigation. 

[071] Figure 23 includes display and entry fields 552 relating to financial 
information associated with the case. The financial information may include legal 
expenses, event information relating to the amount of the claim and the amount 
paid, information on any settlement, information about attorney recovery, etc. 

FEES CALCULATION MODULE 

[072] When an insured individual submits a claim to an insurance 
company, for example, for payment of costs of treatment of an injury or repairs to 
damaged property, the insured individual may be required to subrogate their right to 
sue a third party responsible for the injury or property damage. This subrogation 
gives the insurance company the right to sue the third party. The insurance 
company may exercise that right, for example, by contracting with a service provider 
to attempt to recover funds on the claim. For instance, if an insured suffers a loss as 
a result of an auto accident caused by another party, the insured's insurance 
company may pay the insured's expenses related to the loss, and may later contract 
with a service provider to recover the cost of the expenses from the responsible 
party or from the responsible party's insurance company. In return for recovering 
the costs, a collection company or collector receives a fee, for example, a 
percentage of the amount recovered. 
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[073] Fee arrangements between insurance companies and collectors can 
become quite complicated. For example, when a collector performs collection 
services for an insurance company, the collector may calculate and pay any 
applicable taxes due to the insurance company's state. The collector may also 
retain a portion of the amount recovered as its fee for the collection services. The 
balance of the recovery is typically remitted to the insurance company. 

[074] A single collector may serve a plurality of clients, i.e., insurance 
companies and/or other entities needing collection services. This means the 
collector may deal with multiple states and multiple state tax laws. Furthermore, 
each client may have a different contract with different fee arrangements with the 
collector. Systems consistent with the present invention manage multiple fee 
calculations, including multiple states, multiple tax laws, and multiple fee 
arrangements. Even within a single client, there may be multiple fee contracts. For 
example, a client may have a very complex corporate structure. 

[075] Figure 24 is a block diagram of an exemplary client 2402 that 
contracts with a collector for recovery services. Within client 2402 are sub-groups or 
subsidiaries including employer branch 2404 and employer group 2406. Employer 
branch 404 may further include additional employer groups 2406. Each employer 
group and/or employer branch may have its own contract with a collector (not 
shown) in addition to an overall contract between the collector and client 2402. 
Thus, a single claim related to one employer group 2406 may implicate multiple 
contracts involving the employer group, an employer branch, and the client itself. 
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Systems consistent with the present invention manage multiple fee contracts among 
multiple parties even within a single client. 

[076] Figure 25 is an exemplary screen shot 2500 of a user interface for 
managing client information consistent with an embodiment of fees calculation 
module 600. With this user interface, a user may search for a client using an ID, 
code, or name. The user may manage client information such as ID, code, name, 
address, telephone, fax, website, and contact person name. User interface 2500 
may enable the user to manage all manner of information about a client, including 
discovery information, authorization levels, healthcare products, healthcare 
discovery letters, and miscellaneous information. 

[077] Figure 26 is an exemplary screen shot of a user interface 2600 for 
managing client fee information consistent with an embodiment of fees calculation 
module 600. With user interface 2600, a user may search for a client using an ID, 
code, or name. For a client, the fee information user interface includes a list of fee 
contracts, including data such as contract type, effective date, pursuit level, expire 
date, and expiration reason. A contract type may represent a pricing model, such as 
traditional medical, traditional recovery, split-fee recovery, performance-based, 
flexible based recovery, and flexible-based medical. A pursuit level code may 
describe the amount of work required or authorized to pursue subrogation. For 
example, a pursuit level may be "fast track" if third party liability has already been 
identified by the first party carrier, "arbitration," or "litigation. Fees calculation 
module 600 may ensure that a recovery date falls between the effective date (i.e., 
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the date the contract begins) and the expire date (i.e., the date the contract ends) 
before calculating appropriate fees. 

[078] User interface 2600 may also include tax rules applicable to the 
client, including tax codes and tax rates, etc. A fee schedule accessible from the 
user interface may include, for example, a fee percentage, administrative fees, who 
is responsible for paying legal fees, etc. Fees calculation module 600 may use the 
fee schedule and tax rules to determine fees collected based on recovery of a claim. 

[079] In an embodiment of the present invention, fees calculation module 
600 may enforce user-established precedence rules in cases where multiple 
contracts apply to a recovery. For example, employer group-based contracts may 
take precedence over client-based contracts. If a client's fee schedule indicates 
performance-based pricing, then all groups under that client might use the client's 
results for pricing. Alternatively, employer groups with different fee schedules would 
not apply the client's pricing result in some cases. Fees calculation module 600 
provides the user with flexibility to determine these rules. 

LEGAL DATABASE 

[080] Systems consistent with the present invention may include a legal 
database 700 including, for example, a collection of federal, state, and local laws 
that may affect payment, subrogation, and recovery related to insurance claims. 
The database may be accessed and searched by a user, such as an auditor at an 
insurance company or an employee of a service provider such as a collector. 
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[081] Figure 27 is a screen shot 2700 of an exemplary user interface for 
legal database 700. A user may select the state of interest, and legal database 700 
may then display various legal information such as statutes of limitation, negligence 
standards, comments about the laws of the state, subrogation rules for Insured 
ERISA and Non-ERISA plans and self-funded ERISA plans, etc., that arise under 
the laws of the selected state. User interface 2700 also shows link buttons that, 
when activated, may provide access to other features and information not shown, 
such as a state law outline. 

[082] Legal database 700 may be used as a tool by various modules and 
applications within server 10 to make decisions and carry out tasks. For example, 
the investigation portion of prepayment module 300 may utilize legal database 700 
to generate a template of information that must be gathered to process the claim. 
For instance, a particular state may have a limit on recovery for accidents involving 
vehicles over a certain weight limit. During investigation of a claim in the particular 
state, prepayment module 300 may request all laws relevant to recovery in that state 
from legal database 700. Prepayment module 300 may then recognize that the 
weight of the vehicles involved will be important in processing the claim. As a result, 
the template generated for investigation of that claim will include requests for 
information about the weight of vehicles involved in an accident. 

[083] Legal database 700 may also be used to determine whether a 
particular claim has subrogation potential. For example, first party recovery is not 
available in some jurisdictions, such as Michigan. Using this information from legal 
database 700, prepayment module 300 can determine that cases involving first party 

30 



Attorney Docket No.: 8324-0004-00 



recovery in Michigan have no subrogation potential. Legal database 700 may also 
contain information on recovery caps. For example, some jurisdictions may have 
statutorily imposed limits on recovery. Prepayment module 300 may utilize this 
information when calculating an expected recovery. 

[084] Other embodiments of the invention will be apparent to those skilled 
in the art from consideration of the specification and practice of the invention 
disclosed herein. It is intended that the specification and examples be considered 
as exemplary only, with a true scope and spirit of the invention being indicated by 
the following claims. 
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